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SUMMARY of CHANGE

AR 5-20
Commercial Activities Program

This regulation--

o Implements Office of Management and Budget Circular A-76, DOD Directive
4100.15, and DOD Instruction 4100.33, as amended in 1996. It provides
guidance for managing and carrying out the Commercial Activities (CA)
program. It provides standards for determining if an activity isincludedin
the program, establishes proceduresforreview of activities to determine if
they mustbe operated by government personnel, and provides instructions for
studies to compare costs of contract vs in-house performance.

0 Prescribes forms: DA Forms 5473-R, 5475-R, 5476-R, 5477-R, 5478-R, 5479-R,
5481-R, 7196-R, 7197-R, 7375-R, 7376-R, 7377-R, 7378-R, 7379-R, 7384-R and
7385-R. All references, uses, and instructions, for these prescribed forms
can be located in DA Pam 5-20. All of the above forms may be electronically
generated. The electronically generated forms mustcontain alldataelements
and follow the exact format of the existing printed forms. All required
signatures must appear on the electronically generated forms. The form
numbersoftheelectronicallygeneratedformswillbeshownwithan’-E’after
the form number and the date will be the same as the date of the current
edition of the printed forms.
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Activities (CA) program. It provides stand- This regulation contains management control

ards for determining if an activity is includedprovisions, but does not identify key manage-

in the program, establishes procedures for rgaent controls that must be evaluated.

view of activities to determine if they must

be operated by government personnel, arBupplementation. Supplementation of this

provides instructions for studies to compareegulation and establishment of command

costs of contract vs in-house performanceand local forms are prohibited without prior

., Decisions to perform work under contract argpproval from HQDA (ACSIM), Washing-
/\] P A ) made under the authority of the Armed Servton, DC 20310-0600.
. ices Procurement Act and the Federal Acqui-
sition Regulation and their supplements. Suggested Improvements. Users are in-
Jr Applicability. This regulation applies to the vited to send comments and suggested im-

U. S. Active Army and the Active Army Re- provements on DA 2028 (Recommended
serve. It applies to all organizations that inChanges Publications and Blank Forms)
clude commercial activities. through appropriate command channels to
Proponent and exception authority. HQDA (ACSIM), ATTN: DAIM-OP, 600
History. This printing publishes a revision of The proponent of this regulation is the AsArmy Pentagon, Washington, DC 20310-
this publication. Because this publication hasistant Chief of Staff for Installation Manage-0600.
been extensively revised, the changed portiomsent. The proponent has the authority to
have not been highlighted. approve exceptions to this regulation that arBistribution. Distribution of this regulation
Summary. This regulation implements Of- consistent with controlling law and regula-is made in accordance with initial distribution
fice of Management and Budget Circular Ation. Proponents may delegate the approvalumber (IDN) 092010, intended for com-
76, DOD Directive 4100.15, and DOD In-authority, in writing, to a division chiefnand levels C, D, and E for Active Army,
struction 4100.33. It provides guidance fowithin the proponent agency in the grade of\rmy National Guard, and the U.S. Army
managing and carrying out the Commerciatolonel or the civilian equivalent. Reserve.

Army management control process.

Togo D. West,
Secretary of the Army
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Chapter 1 (1) Develops, coordinates, and publishes guidance for performing

Introduction independent reviews of CA cost competitions.
(2) Performs the independent review of CA cost competitions
1-1. Purpose involving more than 65 civilian FTEs. For cost competition studies

This regulation provides policy and procedures for determiniiryolving 65 or fewer civilian FTEs, the Auditor General will con-
whether recurring commercial activities should be operated (a) in-duct the review when requested, based on the availability of
house using Army facilities and personnel or (b) under contracts orresources.

agreements with commercial sources, state and local governments, (3) Publishes audit guides for performing independent review of
and federal agencies outside the Department of Defense. This regu€A cost competitions.

lation implements Office of Management and Budget (OMB) Circu-  (4) Reviews and approves contracts for CA independent reviews.
lar A-76, OMB Circular A-76 Revised Supplemental Handbook, (5) In the independent review, the Auditor General will:

DOD Directive 4100.15, and DOD Instruction 4100.33. Deviations  (a) Verify the reasonableness of cost estimates used in cost com-
from this regulation require prior written approval from HQDA petition studies.

(DAIM-OP). (b) Verify that the Most Efficient Organization (MEO) is based
on the same performance requirements as included in the
1-2. References solicitation.
Required and related publications are listed in Appendix A. j- The Inspector General (TIG). TIG conducts special assess-
ments/inspections of the CA process upon request.
1-3. Explanation of Abbreviations and Terms k. The Judge Advocate General (TJAG). TJAG provides legal
Abbreviations and terms used in this regulation are explained in theguidance, advice on legislation affecting the CA Program, and guid-
glossary. ance to MACOM and installation Staff Judge Advocates (SJA) to
support CA Program implementation.
1-4. Responsibilities I. The Assistant Chief of Staff for Installation Management (AC-

a. Assistant Secretary of the Army (Installations, Logistics and SIM). The ACSIM serves as the single point of contact for HQDA
Environment) (ASA(IL&E)). The ASA(IL&E) represents the Army  on issues affecting the CA Program. The ACSIM:
on CA Program issues with the Office of the Secretary of Defense (1) Develops, coordinates, and publishes policies and procedures
(OSD), other services, other federal agencies, the Office of Manageto implement the CA Program.
ment and Budget, and the Congress, except as designated. The (2) Maintains an inventory of all Army commercial activities and
ASA(IL&E) provides broad oversight for CA Program policies and cost competition studies.

exceptions to policy. (3) Reviews and approves all Army training criteria involving the
b. Assistant Secretary of the Army (Research, Development, andCA Program.
Acquisition) (ASA(RD&A)). The ASA(RD&A) provides acquisition (4) Monitors and supports the execution of the program through

management expertise and develops, coordinates, and publiieedVMACOMSs.

guidance on all aspects of procurement, such as but not limited to: (5) Provides periodic reports to the senior leadership on cost
acquisition planning, source selection, service contracting, contractcompetition study progress and milestone management.
administration, and quality assurance to support Army CA Program (6) Responds to requests for deviation from this regulation.

implementation. m. Deputy Chief of Staff for Operations and Plans (DCSOPS).
c. Assistant Secretary of the Army for Manpower and Reserve The DCSOPS:
Affairs (ASA(M&RA)). The ASA (M&RA) provides civilian per- (1) Provides force structure and skill sustainment expertise and,

sonnel and manpower management expertise and reviews the uség coordination with DCSPER and ASA (M&RA), reviews the uses
of anticipated and actual civilian space savings resulting from CA of anticipated and actual military space savings resulting from CA
program implementation. program implementation. . '

d. Department of the Army (DA), Director, Small and Disadvan-  (2) Reviews requests for functions to revert to in-house opera-
taged Business Utilization (SADBU). The DA, Director, SADBU tlons when contracted work is recommended for transfer to MTOE
provides Small Business Program and Small Disadvantaged BusitNits. _
ness (SDB) expertise and develops, coordinates, and publishes guid- N- Deputy Chief of Staff for Personnel (DCSPER). The
ance on SADBU policies and procedures to support Army CA DCSPER:

Program implementation. (1) Provides military personnel management expertise.
e. General Counsel of the Army (GC). The GC advises the Army _ (2) In coordination with DCSPER and ASA (M&RA), reviews
Secretariat on all legal matters related to the CA Program. the uses of anticipated and actual military space savings resulting

om CA Program implementation.

(3) Develops, coordinates, and publishes rotation base policy.
0. Functional proponents. HQDA elements that are functional
roponents for commercial activities will:

(1) Designate an official as the point of contact for resolving CA
program-related issues.

(2) Participate in review of proposed exceptions to CA policies

f. Assistant Secretary of the Army (Financial Management & fr
Comptroller (ASA(FM&C)). The ASA(FM&C) provides financial
management and cost estimating expertise and, through its Budget
Liaison, SAFM-BUL, represents the Army on program issues before P
the congressional appropriations committees.

g. Chief of Legislative Liaison (CLL). The CLL:

(1) Represents the Army on program issues before the congresz 4 procedures.

sional authorization committees. o _ (3) Review guidance on improvements in staffing, organization

(2) Monitors the development and passage of legislation affecting sy cture, and work methods to increase the operating efficiency and
the CA Program and provides ACSIM with timely reports on perti- competitiveness of the commercial activities for which they are
nent legislation. proponent.

(3) Notifies Congress of the Army’s intent to conduct cost com- ~ (4) Provide lessons learned on competitions.
petition studies, informs Congress of cost competition studies prog- . Field operating agency (FOA) and staff support agency (SSA)
ress as required by statute, notifies Congress of cost competitiomroponents. HQDA elements that are proponents for FOAs and
study results, and responds to specific congressional inquiries ressAs have CA Program management responsibility for the FOA or

garding cost competition studies. SSA equivalent to the MACOM for management of installation CA
h. Chief of Public Affairs (CPA). The CPA represents the Army Programs.

on CA Program issues before the news media and the public. g. MACOM commanders. Commanders of Major Army Com-
i. The Auditor General: mands will:
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(1) Ensure that cost competition studies are conducted until all (1) Before converting a CA from in-house to contract perform-
identified potential CAs have been studied. ance or from contract to in-house performance, except as provided

(2) Direct, manage, and implement the Army CA program by: in paragraph 4-2.

(a) Providing written guidance and on-site assistance to installa- (2) Before starting or expanding any CA, as provided in para-

tion cost competition study efforts. graph 2-4. _
(b) Maintaining an inventory record of all commercial activites  (3) Before converting a CA to or from performance by a non-
in the command. DOD Intragovernmental Support (IGS) provider, except as provided

(c) Conducting post-MEO performance reviews of not less than in paragraph 4-4. )
20 percent of the functions performed in-house or by IGS as a result (4) Before converting a CA to or from performance by State or
of cost competition studies. local government agency except for emergency circumstances such
(3) Maintain and document actual resource savings (funds anda@s dlsastgr relief requirements. . o
military and civilian authorizations) resulting from CA program  d. Obtain MACOM approval before converting any activity to or
implementation. from contract, in-house or IGS performance, as provided in para-
(4) Provide training on the policies and procedures of the CA graph 4-8. _
program to ensure the skills necessary to meet the requirements of ©- Use procedures in DA Pam 5-20, paragraph 5-1 for Cost Com-
this regulation. petition studies for Federal Aircraft or Aviation Services and Motor
r. Installation Commanders. Commanders of installations, FOAs, Vehicle Fleet Management Services. _ _
SSAs, and of other organizations that report directly to a MACOM f. Complete cost competition studies in the sho_rtest time possible,
will: but not to exceed 18 months for a single-function activity or 36
(1) Ensure that personnel are trained in policies and procedureé“onths for a multi-function activity (from public announcement to
of the CA program to obtain the skills necessary to meet the re-COSt comparison bid opening). o _ .
quirements of this regulation. g. Obtain HQDA approval before providing commercial activities

(2) Maintain an inventory of all commercial activities. to hthill private sector. d o il b
(3) Review the cost of commercial activities (in-house, contract, - Manpower requirements determination processes will not be

and IGS), identify ways to improve efficiency, and implement iden- conducted on functional areas announced for cost competition study
tified imp,rovements (para 2-5) ’ or on which cost competition study has been completed in the last

: L . . _year.
2) (i)ndseclgg t:oemc;)erztriréenrc;ﬁztytles for direct conversion (para 4 i. Commercial activities shall not be modified, reorganized, di-

(5) Conduct direct conversion and cost competition studies fol- vided, or in any way changed for the purpose of circumventing the

lowing the procedures outlined in this regulation and in DA Pam 5- requirements of .th's regulation. - .
20. j- This regulation does not apply in times of war or military

(6) For CAs with 11 or more civilian employees, certify before mobilization.

cost comparison bid opening (also known as initial decision or 1_g | egislative/Administrative Exclusions

tentative decision) that the in-house organization reflected in the 4 Depot-level maintenance of mission-essential materiel at Army
cost comparison is the MEO. depots (core logistics). The Secretary of Defense may waive this

(7) Ensure that the in-house, contract, or IGS activities operate inexclusion on a case-by-case basis. (10 USC 2464, 2466, and 2469).
the most cost effective and efficient manner after the cost compari-MACOM requests to waive this exclusion and use the procedures in
son decision. this regulation will confirm all of the following:

(8) Maintain and document actual resource savings (funds, and (1) Private sector performance will not adversely affect mobiliza-
military and civilian authorizations) resulting from CA program tion requirements or other readiness considerations.
implementation. (2) The private sector is capable of providing the technical com-

(9) Make every effort to avoid the involuntary separation of per- petence and resources necessary to perform the activity.
manent employees and assist all employees adversely affected by (3) The private sector is capable of performing if surges occur.
direct conversions and CA cost competitions in finding suitable (4) The activity is separable from those core logistics activities
employment. These efforts will include retraining, job placement that do require performance by Army personnel.
assistance, and first-refusal rights to jobs with the contractor (Feder- (5) The Army retains essential management responsibility.
al Acquisition Regulation (FAR) 52.207-3). (DA Pam 5-20, Chapter  (6) The Army retains ownership and accountability of essential

10.) _ _ facilities and equipment.
~ (10) Provide contracting and other support that tenants need to b. Fire protection and security guard services performed by Army
implement their CA program. personnel (10 USC 2465). However, the cost competition require-

(11) Complete cost competition studies in the shortest time possi-ments apply to fire protection and security guard services already
ble. (DA Pam 5-20, paragraph 2-4). Report through the MACOM to under contract. This prohibition does not apply to purely civil works
HQDA on all cost competition studies that exceed 18 months for afire protection and security guard functions, as these are funded
single-function study and 36 months for a multi-function study (par- through separate civil works appropriations and not through DOD

agraph 4-5c below). appropriated funds.
(12) Appoint a CA program manager to manage the implementa- c¢. Operation of the Crane and McAlester ammunition plants.
tion of the CA Program. (DA Pam 5-20, paragraph 2-3) (Public Law 99-661)

(13) Provide information on the CA competition process to man- d. Installations that are 180 days from closure as a result of
agers, employees, labor unions, and other employee representativeBRAC action. Contracts must not start before the announced closure
to promote understanding of the program’s objectives, to provide date. Police services, fire protection services, and airfield operations
the opportunity to contribute to the competition process, and to gainat BRAC installations may be contracted with the local government.

support for program implementation. (Public Law 103-160, section 2907)
e. Production operations performed in contractor-owned plants
1-5. General Policy (10 USC 4532, often known as the “Arsenal Act” ).
a. Operate with the minimum required resources. f. Purely civil works functions funded entirely by civil works
b. Obtain commercial activities services at the required quality appropriations. CA Program policy and procedures for purely civil
and quantity of work at the lowest possible cost. works and mixed funded activities are contained in U.S. Army
c. Perform a Full or Streamlined Cost Competition study IAW Corps of Engineers regulation ER 5-1-3.
DA Pam 5-20, CA Study Guide— g. OCONUS commanders may conduct cost competition studies
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for commercial activities when doing so conforms with applicable than the conversion differential) or service quality improvement and
laws, treaties, and international agreements. will not significantly reduce the level or quality of competition of

h. Consulting services (governed by AR 5-14). future performance of the work; or

i. Operations funded entirely by non-appropriated funds (NAF). (2) In-house or contract offers have no reasonable expectation of
However, this regulation is mandatory for CA when they are staffed winning a cost competition conducted in accordance with this
partially with DoD employees paid by or reimbursed from appropri- regulation.
ated funds, such as libraries, child development centers, and other b. The waiver request must also contain documentation that dem-
morale, welfare, and recreation (MWR) activities. Also, when re- onstrates that the various legal restrictions on converting DOD func-
lated installation support functions are being studied, the cotions to contract (such as Section 8015 of the FY 97 DOD
mander may decide that it is practical to include these functions.Appropriations Act and 10 USC 2461, 2462, and 2465) do not

j. Privatization of a commercial activity, when the Army transfers apply. (Approval of an “OMB Circular A-76 waiver” does not
ownership, control, and responsibility for performance of the activi- constitute a waiver of any law.)
ty, is not a commercial activity conversion to contractor perform-  c. Justification for a waiver is subject to administrative appeal
ance. For example, privatization of a wastewater treatment plant omprocedures, but a decision not to issue a waiver is not subject to
an electrical distribution system may be accomplished by transfer-appeal.
ring ownership of facilities, with or without land, along with the d. Federal employees adversely affected by a decision to waive a
operation and maintenance responsibility for the plant or system, tocost competition study shall be afforded the same personnel consid-
a commercial utility company. The transfer to a non-federal entity erations provided in Chapter 3 of this regulation.
ends Army involvement in the activity and provision of service. The ) )
Army no longer determines requirements or provides quality assur-2—4. New Requirements and Expansions , .
ance for the service, and does not have control of provision of the @ New Requirements. A new requirement will be obtained by a
service or operation and maintenance of the facility. These privatiza-competitively awarded contract. If there is reason to believe that the
tions are not subject to the cost competition requirements of thiscontract service quality or price may be unreasonable, a cost compe-

regulation. tition study is conducted to j_ustify _in_-house or IGS per_formance. A
DA Form 7375-R (Commercial Activities Proposed Action Summa-
1-7. Program Goal ry) (CPAS - paragraphs 4-5d & e) will be submitted to the

The goal of the Army’s Commercial Activities (CA) Program is to MACOM for approval before beginning the cost competition study.

obtain the most cost effective commercial services through fair and(DA Pam 5-20, paragraph 2-5)

open competition, consistent with the Army’s national defenseb. Expanding In-House Activities. An expansion is the moderni-

requirements. zation, replacement, upgrading or the enlargement of an in-house
commercial activity or capability. If the expansion involves a 30-
percent increase in the operating cost of the activity, a 30-percent
increase in the total capital investment to perform the activity, or an

Chapter 2 increase of 65 civilian FTEs or more, a cost competition study of
Review of Commercial Activities the entire activity is required prior to authorizing in-house perform-

ance of the expanded workload. A consolidation of two or more
2-1. The Army Commercial Activities Inventory existing commercial activities is not an expansion unless the total

The Army CA Inventory, a listing of all CAs performed by or for operating cost is 30 percent greater than the total of the individual
the Army, provides information on the location of the CAs, the components or it requires an increase of 65 civilian FTEs or more.
functions they perform, and the resources spent to perform them. AlIA DA Form 7375-R will be submitted to the MACOM for approval
CAs will be entered in the CA Inventory, including those currently before beginning the cost competition study.

exempted from cost competition study. The CA Inventory provides

the information necessary for annual reports to the Congress re2-5. Contract Reviews

quired by law. a. Contracted CAs will be continually monitored to ensure that
performance is satisfactory and cost effective.
2-2. Inherently Governmental Activities b. If a contractor selected through the cost competition study

a. Governmental functions are services that are so intimately defaults during the first year of performance, the following proce-
related to the public interest that only government personnel candures apply:
perform the work. These include activities which require the exer- (1) If the next offeror in line for award from the cost competition
cise of discretionary authority to set or change regulatory policies, study is still available and is willing to accept the balance of the
or to make value judgments in the act of governing. Office of work at the offered price, adjusted on a pro rata basis for the
Federal Procurement Policy Letter 92-1 (DA Pam 5-20, Appendix remainder of the contract term, the contracting officer will award to
D) provides guidance on identifying inherently government#iat offeror.
functions. (2) If the MEO is the next lowest price, and MEO implementa-
b. Activities considered contractible may include individual posi- tion is still feasible, then the activity will return to in-house
tions that perform noncontractible (governmental) functions. Com- performance
petition planners should identify the governmental functions (not (3) If (1) and (2) above do not apply, then either issue a solicita-
positions) at the outset of the cost competition study process. Thedion to return activities to the private sector without a cost competi-
management study conducted during the cost competition studytion study, reprocure from another contractor who offered a
process will identify MEO for both governmental and contractible reasonable price on the original solicitation, or initiate a Transfer
functions, but the governmental functions will not be included in the Cost Competition Study to justify conversion to in-house or IGS not

cost comparison and may not be converted to contract. later than six months after the original contractor defaults.
N _ c. If the contractor defaults after the first year of performance,
2-3. Cost Competition Study Waivers the following procedures apply:

Requests for waivers to allow conversion to or from in-house, con- (1) Seek interim contract support. If interim contract support is
tract or IGS without cost competition study must be submitted not feasible, MACOM may approve in-house or IGS performance

through command channels to the ASA(IL&E) for approval. on a temporary or emergency basis not to exceed one year. Installa-
a. The waiver request must contain documentation thaibns will staff interim commercial activities solely with temporary-
demonstrates: status civilian employees, permanent employees on temporary as-

(1) The conversion will result in a financial improvement (greater signment, or the use of soldiers on special duty. Impacts of special
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duty on readiness must be reported in accordance with provisions ofost competition studies from the beginning of the process. The

AR 220-1. CPAC, as a representative of the commander, should coordinate
(2) Issue a solicitation to return interim activities to the private with the Civilian Personnel Operations Center (CPOC), management

sector without a cost competition, reprocure from another contractorofficials, the Equal Employment Opportunity Office, employees,

who offered a reasonable price on the original solicitation, or initiate and union officials to minimize personnel turbulence and adverse

a Transfer Cost Competition Study to justify conversion to in-house effects on employees.

or IGS not later than six months after the original contractor

defaults. 3-2. Requirement to Consult with Employees
d. In case of an emergency, the procedures in paragréph At least monthly during the conduct of the cost competition or
above apply. direct conversion study, commanders shall consult with civilian em-

e. If the contract quality is unacceptable or the price increases Ployees who will be affected by th_e study and consider their views
significantly, the contracting officer will negotiate with the contrac- On the development and preparation of the PWS and management
tor to obtain reasonable prices or acceptable quality. If negotiationStUdy- (10 USC 2467)
fails, and resolicitation does not result in reasonable prices, the3_3_ Right of First Refusal

l?f?'[ag%tl]ovner\gggﬁor:guic;_arl];’l:z;résfgrr CI:OGS; Cpoen:fp oertmgr; CSJUdR/] cf?i fj; SthFederaI employees and existing_ Federal support contract employees
MACOM that the manpower required to perform the éctivity in- gdversely affected by a demspn to convert to contract or IGS
house is or is not available prior to issuing solicitation performance have the Right-of-First-Refusal for jobs for which they

) are qualified. A standard clause is included in direct conversion and

f. Before beginning a Transfer Cost Competition Study (DA Pam e e o .
; : cost competition study solicitations notifying potential contractors of
5-20, Chapter 9) and transferring contracted work to in-house per- . requirement (see FAR 52.207-3).

formance, the commander will submit a DA Form 7375-R to the

MACOM for approval. _ _ 3-4. Reduction-in-force (RIF) planning

g. Commanders may temporarily transfer contracted work to in- The goal of RIF planning is to minimize adverse personnel actions.
house performance by MTOE units without a cost competition study Every reasonable effort will be made to place or retrain civilian
when required for unit training or sustainment of critical skills. employees displaced as a result of CA cost competition studies and
Commanders will request and obtain HQDA approval througfirect conversions. Where no vacancies exist or are projected, coor-
MACOM before transferring contracted work to a MTOE unit. dinate with appropriate state employment offices to pursue possibili-
When the unit departs the installation or no longer requires the workties for retraining opportunities under the Job Training Partnership
to satisfy training requirements, the installation will resolicit to re- Act or similar retraining programs for transitioning to the private
turn the work to contract performance. sector. A RIF may be unavoidable even after all reasonable place-
ment efforts have been made. In that event, every effort will be
made to help separated employees find continuing employment else-
twhere, particularly through first refusal rights with the CA contrac-
tor. (DA Pam 5-20, paragraph 2-10)

2-6. Post-MEO Performance Reviews
a. When services are performed in-house as a result of a cos
competition study, including those involving IGS, a Post-MEO Per-
formance Review of the MEO will be conducted at the end of the
first full year of performance (DA Pam 5-20, paragraph 10-10). If 3_5  Military personnel
the review reveals failure to implement the MEO in accordance with wilitary positions may be included in the MEO and retained if the
transition and management plans and deficiencies are not correctedspst comparison results in an in-house decision, provided they meet
the contracting officer will reaward the work to the next offeror who the military essentiality criteria of AR 570-4 and are properly docu-
participated in the cost competition study. If award to the next mented in authorization documents. In the event of a contract or
offeror in line is not feasible, a cost competition study will be |GS decision, military personnel will be reassigned IAW appropriate
initiated. Army regulations. While uniformed positions may or may not be
b. The organization, position structure, and staffing of the reor- converted to civilian positions as a part of this process, the conver-
ganized activity (MEO) will not normally be altered for at least one sjon of in-house civilian positions to military is not authorized.
year after the final decision. The exception is that the MEO may be
changed in the first year if significant changes are made to the
functions and workloads in the Performance Work Statement
(PWS). After the activity is reorganized into the MEO, it will Chapter 4
operate under the performance standards established by the PWEost Competition and Direct Conversion Studies
and solicitation package just as a contractor would have been ex-
pected to do. The performance standards will be modified when anySection |
changes in functions or workloads occur after the initial reorganiza- Study Criteria and Requirements
tion. Any reorganization or changes to the MEO during the first
year will be fully documented to show the reasons for the change4-1. General
and will be included in the cost study records. Cost competition studies determine whether a CA will be performed
c. The MACOM will review not less than 20% of the functions by in-house, contract, or IGS personnel. This method of perform-
performed in-house as a result of a cost competition study com-ance is used for future work unless a later cost competition study

pleted in the prior year. This review will be conducted after one full changes the determination. Except where criteria in paragraphs 1-6
year of performance. or 4-2 are met, activities shall not be converted to or from in-house,

contract, or IGS performance without a cost competition study. A

DA Form 7375-R paragraphs 4% e will be submitted to the

MACOM for approval before beginning and a Final Decision
Chapter 3 Report before implementing a Full Cost Competition Study, a direct
Personnel Considerations conversion study (para 4-2) or a Streamlined Cost Competition
This chapter provides guidance on impact of CA cost competition Study (para 4-3). The six major process components of a Full Cost

studies and direct conversions on civilian and military personnel. Competition Study are:
a. Development of a Performance Work Statement (PWS). (DA

3-1. Civilian Personnel Management Pam 5-20, Chapter 3)
Commanders will ensure that the Civilian Personnel Activity Center b. Development of a Quality Assurance Surveillance Plan
(CPAC) is brought into the CA planning, review, and conduct of (QASP). (DA Pam 5-20, para 8-6)
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c. Performance of a management study which includes the devel-5-22) may be used to convert in-house activities to contract or IGS
opment of the in-house Most Efficient Organization (MEO). (DA performance when all of the following criteria are met:

Pam 5-20, Chapter 4) a. The activity is staffed with 65 or fewer civilian FTEs and any
d. Cost estimating. (DA Pam 5-20, Chapter 5) number of military personnel (and the study has been announced to
e. Issuance of a Solicitation (Request for Proposals (RFP) or Congress IAW paragraph 4-5e(1) below if the activity is being

Invitation for Bids (IFB)). (DA Pam 5-20, Chapter 6) performed by more than 45 civilian employees);

f. Cost Comparison (comparison of the in-house bid against a b. The commander or designee certifies the existing in-house
proposed contract or IGS price) and the administrative appeal proc-organization as the MEO;

ess. (DA Pam 5-20, Chapter 7) c. The activity is one that competes largely on a labor and mate-
rial cost basis such as, but not limited to, custodial, grounds, refuse,

4-2. Direct Conversions pest control, warehousing, and maintenance services;

A Full or Streamlined Cost Competition Study is required unless the d. The activity will not require significant capital asset purchases

function meets one of the following conditions: or all equipment requirements will be government furnished/contrac-

a. Ten or fewer in-house civilian employees. The commander tor operated; and
may convert in-house or IGS activities performed by 10 or fewer in- e, The activity is commonly contracted by the government and/or
house civilian employees (and any number of military personnel) to private sector; for example, there are not less than four comparable
contract, without a cost competition study, if (1) the contracting Defense contracts of the same general type and scope and the range
officer determines that offerors will provide required levels of serv- of the existing service contract costs are reasonably grouped.
ice quality at fair and reasonable prices and (2) the Table of Distri-
bution and Allowances (TDA) for the activity had 10 or fewer 4-4. Intragovernmental Support (IGS)
civilian authorizations on 30 Mar 94, the date of the passage of thelGS may offer the opportunity to reduce costs through economies of
Federal Workforce Restructuring Act of 1994 (Public Law 103- scale. The cost competition study procedures established by this
226). regulation are to be used to determine when services should be
b. Small contracts. The commander may convert contracted activ-performed by in-house, contract, or IGS resources. For the purpose
ities to in-house or IGS without a cost competition study if (1) the of the IGS provisions of this regulation, the term IGS is defined as
work can be performed in-house by 10 or fewer civilian FTEs and support provided by or to a Federal agency outside DOD. Support
(2) the contracting officer determines that performance is unsatisfac-agreements with other Army, Navy, or Air Force installations or
tory or that fair and reasonable prices cannot be otherwise obtainedwith other DOD activities are not governed by this regulation, with
c. Eleven to forty-five civilian employees. The commander may the following two exceptions: (1) A cost competition study is re-
convert in-house activities performed by 11 to 45 civilian employees quired when a Support Agreement with another DOD activity would
and any number of military personnel to contract or IGS, without a result in a change to or from contract performance and (2) pursuant
cost competition study, if (1) fair and reasonable prices can beto OMB Circular A-126, a cost competition study shall be con-
obtained through competitive award, (2) all directly affected Federal ducted before providing aviation services (DA Pam 5-20, App C).
employees serving on permanent appointments are reassigned to &. Prior to 1 Oct 97. To encourage consideration of 1GSs, com-
other comparable Federal positions for which they are qualified, andmanders may consolidate existing, new, or expanded work require-
(3) the existing in-house organization is certified as the MEO. ments to IGSs, without cost competition study, if:
d. Preferential Procurement Programs. The commander may con- (1) That work is transferred prior to 1 Oct 97.
vert in-house activities of any size to contract performance without a (2) The consolidation does not result in a conversion of work to
cost competition study if the contract is awarded to a requiredor from contract performance.
source of supplies and services as defined in FAR Part 8 at a fair (3) The conversion is not otherwise authorized by this regulation.
market price, even if the conversion results in adverse employee b. Effective 1 Oct 97.
actions. (1) Existing IGS may be continued or renewed without cost com-
e. Installations scheduled to close within 180 days. petition study. Also, support services may be consolidated into new,
f. Functions designated for termination on a specified date. Re-intra-service revolving or franchise funds without cost competition
quests will be submitted through the MACOM to HQDA forstudy provided the consolidation does not change the method of

approval. performance.
g. IGS. (See para 4-4 for criteria under which conversions are (2) New or expanded IGS support requests must be justified by a
authorized without cost competition study). cost competition study.

h. National Defense or Intelligence Security. Commercial activi-  (3) If the IGS provider has competed the same type work with
ties may be performed by in-house, contract or IGS, without costthe private sector, the provider may increase capacity up to 30
competition study, when required to assure the national defense opercent or 65 civilian FTEs without a cost competition study. If a
national intelligence security. The Secretary of Defense, or designeeNew or expanded IGS would result in a conversion of work to or
approves national defense justifications. The Director of Central from in-house or contract performance and a cost competition study
Intelligence, or designee, approves national security justifications. has not previously justified the provider's method of performance, a

i. Patient Care. Commercial activities at government-owned hos-C€0st competition study is required.
pitals or other health facilities may be performed by in-house, IGS ¢. Cost competition studies conducted to justify IGS are subject
or contract, without cost competition study, when needed to main-to independent review and appeal.
tain the quality of direct patient care. Requests will be submitted d. The commander may, with proper notification to the provider,
through the MACOM to HQDA for approval. terminate an IGS and convert directly to contract performance with-

j. Research and Development (R&D). R&D activiies may be Out a cost competition study. However, a cost competition study is
converted to or from in-house, contract or IGS without cost compe-required to convert the work to in-house performance..
tition study. However, severable R&D support activities are subject €. A prospective provider responding to a formal solicitation shall
to the cost competition study provisions of this regulation. submit to the requesting agency a synopsis, management plan, and

k. CAs staffed solely with military personnel, regardless of size, certification that the provider's reimbursable cost estimate is
may be converted to contract without a cost competition study whendeveloped in accordance with this regulation. A complete response
the contracting officer determines that offerors will provide required as required by the FAR is not required.

levels of service quality at fair and reasonable prices. f. Under no conditions shall cost'comparison.bid opening or con-
tract award be canceled or otherwise delayed in order to permit an
4-3. Streamlined Cost Competition Studies IGS offeror to submit a price or reimbursable rate.

Streamlined Cost Competition study procedures (DA Pam 5-20, para g. The requester may accept or reject the prospective provider’s
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offer as technically qualified or unqualified as it deems appropriate decision implementation date is the date desired to cancel the solici-

and without appeal. tation and award the contract, provide authority to proceed with
h. Commanders who wish to provide commercial activities to conditional award, or implement the MEO. (DA Pam 5-20, para 7-

another agency may petition the agency to conduct a cost competi8)

tion study. (3) Military personnel are not counted when determining if con-
i. Cost competition studies must be conducted prior to offering to gressional notification is required.

provide or receive commercial services to or from state or local

government agencies except for emergency circumstances such

disaster relief requirements.

a%_G' Releasing Program Information o

a. Release of Public Announcements. Periodic announcements
will be made to affected employees and other interested parties on
direct conversion and cost competition study plans and progress.
This includes the following as a minimum:

. A (1) The local commander announces the intent to conduct a cost
will be maintained at all command levels. The Army CA Inventory competition study or direct conversion immediately after OCLL

includes information, by CA Function Code (DA Pam 5-20, App E)’. announces the study to Congress (if required) and the MACOM

?n aIIrln-hol;{seteindtrc]:ontra(t:tedrgctl\t{ltt_ler?,rwhe_trh(ra]: c;]rt notf StE.ChraCt'Y"returns the approved DA Form 7375-R to the installation. (DA Pam
Ies are subject to the cost competition requirements of this regu a'5-20, paras 2-5 & 2-6) By law (10 USC 2467), the commander must
tion. Commanders may update their CA Inventory as changes ar

Consult with the affected work force at least monthly throughout the

made and will submit their updated CA Inventory (RCS DDz f th : heir Vi h |
A&L(A)-1540) in accordance with annual guidance issued course of the study and consider their views on the development and

e S ) eparation of the PWS and management study. (DA Pam 5-20,
HQDA. As specified in DODI 4100.33, HQDA submits the CA  nara5 2.8 & 2-9) (Note: Management reserves the authority to deter-
Inventory to OSD by the first workday in January each year.

- mine MEO resources, but affected employees or their representa-

b. ACAMIS. The Army CA Management Information System  ties are encouraged to participate in developing management
(ACAMIS) provides information on and status of all cost competi- jmprovements.)
tion and d?rect cgnversion studies. Upon receipt of a C_PA_S, the (2) At the cost comparison bid opening for a full cost competi-
MACOM will obtain a study number from HQDA and provide it to  tjon study, the contracting officer announces the initial results as
the installation to include in ACAMIS. Commanders should initiate el as the start date and duration of the public review and appeals
a record in ACAMIS upon receipt of the study number and update period.

ACAMIS as changes are made. Commanders will submit their up- (3) For a Streamlined Cost Competition Study, the initial deci-
dated ACAMIS (RCS DD-A&L(Q)-1542) in accordance with guid-  sion will be announced after completing the comparison of in-house
ance issued periodically by HQDA. and contract or IGS costs.

c. 18-month/36-month report. Commanders will forward a report  (4) For direct conversions and Streamlined Cost Competition
through the MACOM to HQDA for each cost competition study that Studies, the local commander announces the conversion after the
may exceed 18 months for a single-function study or 36 months forcontract is signed but before it is provided to the contractor.

a multi-function study (from public announcement to cost compari- b. Information Requests and the Freedom of Information Act
son bid opening). Include in the report the location/function studied, (FOIA). The FOIA (Exemption 5), DODD 5400.7-R, and AR 25-55
number of FTEs affected, description of problems encountered, re-exempt from disclosure the cost competition study information lis-
medial actions, status, announcement date, originally projected costed below before cost comparison bid opening. The commander will
comparison date, and latest projected cost comparison dafgpoint an installation official to receive information requests and
MACOM will forward the report to HQDA 30 calendar days before release information related to the cost competition study. That offi-
the date the above timeframes may be exceeded. IAW DOO#&l is normally the contracting officer. The releasing official will
4100.33, HQDA submits this report to OSD one month before the follow the guidelines in the FOIA, DODD 5400.7-R, and AR 25-55
date the above timeframes may be exceeded. when responding to all information requests.

d. CPAS and Final Decision Report. Commanders will submit for (1) The releasing official will consult with the CA Program Man-
MACOM approval a DA Form 7375-R (Commercial Activities Pro- ager, legal advisor, the study team leader, the contracting officer,
posed Action Summary) (CPAS) (RCS CSCOA-112) before begin- and the manager of the competing CA before responding to each
ning and a DA Form 7379-R (Commercial Activities Final Decision information request.

Report) (RCS CSCOA-113) before implementing the results of any (2) The releasing official will not release any information that
cost competition or direct conversion (in-house to contract or con-eveals the in-house cost estimate or from which the in-house esti-

tract to in-house) — but must wait for Congressional notification Mate could be readily derived before the cost comparison. Such

before proceeding in the instances covered in paragraph 4-5e belownformation is exempt from release under the FOIA. This includes:
(DA Pam 5-20, paras 2-5 and 7-8.) MACOMs will forward a copy (&) The in-house cost estimate.

of the approved DA Form 7375-R to HQDA (DAIM-OP) within 5 (b) The proposed TDA for the MEO.
business days of approval. (c) The management study report.
e. Congressional Notifications (d) Preliminary management studies and products of manpower

(1) Pre-study Announcement (over 45 civilian employees). IAW requirements determination processes if they reveal the in-house

. ; . _gtaffing estimates.
10 USC 2461, a pre-study Congressional announcement is req_u_lreg (e) Budgets for the activity if they show the projected operating
before beginning a cost competition study of an in-house activity costs or personnel resources of the MEO
g ooy e tan £ e emoloyee. The VACON 55 S ines ost Competion i ny, cost compets
Office of the Chief Legislative Liaison (OCLL) upon receipt of a ion study information and backup documentation is provided to

: X affected parties prior to solicitation.
DA Form 7375-R from an installation. (DA Pam 5-20, para 2-6) (4) The installation will provide contractors or IGS offerors with

(2) Final Decision Notification (over 10 civilian employees). This 6 jnformation required to fully understand the nature and scope of
notification is required after final decision but before the decision is \york in the commercial activity. Information that normally should
implemented, for a cost competition study of an in-house activity pg provided to requesters includes:

being performed by more than 10 civilian employees. The MACOM (4 past, current, or projected workload requirements necessary
submits a request for Congressional notification to OCLL upon for 3 contractor or IGS offeror to prepare an offer.

receipt of the DA Form 7379-R from an installation. The report  (h) past or current TDA documents and staffing information un-
must be received at MACOM not later than 10 working days before |ess™ past or current TDA is the MEO.

4-5. Reporting Requirements
a. CA Inventory. Inventory of all Army commercial activities
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(d) Past budget execution reports or other historical reports onorder is clearly for maintenance work, the SCA will apply regard-
resource consumption and the total cost of operations. less of dollar value.

c. Contractors’ Tours of Army Facilities. The functional manager  (3) When the service call or work order is clearly for construc-
should caution affected employees about talking with contractor tion, alteration, renovation or painting, the DBA will apply unless
representatives during site visits and establish guidelines for recogthe value of the work order is less than $2,000 in which case the
nizing authorized and unauthorized visitors. The contracting officer SCA will apply.

is the contractors’ only authorized source of information on ques- L o .
tions relating to the competing activity. 4-9. Solicitation (Invitation for Bids (IFB) or Request for

Proposals (RFP))
a. The cost competition study process identifies the least costly
method of performance of a commercial activity. Since the least
d costly method of performance is not known in advance, the Army
with the assumption that commercial sources are available and faicompares the cost of m-house,_ contract or IGS performance to
and reasonable prices and acceptable service can be obtained. Detég-em'fy whether it is less expensive to continue the current meth_o_d
of performance or convert. To compare these costs requires solicit-

mination that there are no available commercial sources will be.ng offers from contractors through an IFB or RFP. (DA Pam 5-20,
made only if there is no acceptable response to an unrestricte hapter 6)
solicitation for the activity being studied. b Solicitati . . . )
. Solicitations may be issued at any time after appropriate com
mand approval, but not until the PWS is completed and manage-
ment study is approved, as required. (DA Pam 5-20, para 4-7)
c. When a solicitation or unrestricted resolicitation fails to pro-
duce an acceptable bid or offer, the commander will request ap-
proval from the MACOM to end the study.

Section ||
Acquisition Procedures
Action to conduct a cost competition of an activity will procee

4-7. Performance Work Statements (PWS)

A PWS will be developed for all Cost Competition Studies. The
PWS will describe all functional and performance requirements of
the work, the location of the work, the units of work, the quantity of
work units, and the quality and timeliness of the work units. (DA

Pam 5-20, Chapter 3) , ) 4-10. Contract Administration
~ a. Facilities and equipment. According to general policy set forth Aithough many people are important in ensuring that a contractor
in the FAR, the government will offer or not offer existing facilities performs according to the specifications, the contracting officer is
and equipment to a contractor depending on which is in the governtesponsible for the overall administration of the contract. The roles
ment's best interest. Offering the facilities and equipment on hand,and responsibilities of the functional managers, the Contracting Of-
and programmed for use by the MEO, to prospective contractor isficer's Representative (COR) and the Quality Assurance Evaluator
normally in the government’'s best interest as the most economicalQAE) during the transition and after conversion will be clearly
and competition-enhancing alternative. The decision not to offer defined and documented in the contract administration plan. (DA
existing facilities and equipment to prospective contractors will be pam 5-20, Chapter 8)
based on a comprehensive, documented analysis of the costs and
benefits of offering versus reprogramming the facilities and equip- 4-11. Occupational Safety and Health Act (OSHA)
ment. (DA Pam 5-20, paragraph 3-10) As employers, both the government and the private sector are re-
b. Supplies and materials. The contractor will normally provide quired to provide a safe workplace. With the exception of military
the supplies and materials necessary to perform the work describegiNique equipment, systems and operations, the standards established
in the contract or IGS agreement. The policy regarding contractorunder the OSHA for private sector employers are the Army safety
use of government supply sources is set forth in FAR 51.101. TheStandards. Solicitations will list the deficiencies in work sites identi-
contracting officer may authorize contractors to use governmentfied in the most recent annual inspection. Solicitations will not
supply systems under cost-reimbursement contracts after contracf’clude work to bring government furnished facilities into compli-
award, based on specific requests, justification, and adherence t@nce with OSHA. Likewise, OSHA-required repairs will not be
stated procedures for ordering, furnishing assistance, payment andhcluded in the in-house cost estimate. Offerors will be informed of

title transfer. (DA Pam 5-20, para 3-10) the government’s intention to correct the defi_cier)cies, or any defi-
ciencies later discovered, at its expense, taking into account safety
4-8. Wage Rates (DA Pam 5-20, para 6-10) and health priorities.

Commercial activities contracts may require the application of the .
Service Contract Act (SCA) or the Davis-Bacon Act (DBA). Work Section I

will not be separated or aggregated to avoid the applicability of Management Study Procedures
either the SCA or the DBA. Service call or work order estimates
used to determine the applicability of either act will be based on the

least cost alternative. " ;
X etition Studies. (A management study may not be performed after
a. Serwce_Contract Act (41 US.C 351-358). Con_trac_ts for $2500 Peceipt of MACOI\(/I approv%l to performya St¥eam|inedeost Compe-
or more subject to the SCA require wage determinations from theyjion Study.) The primary products of the management study are the
Department of Labor. The contracting officer will request a wage \jeo and, if required by the solicitation, the technical performance
determination from Department of Labor no earlier than 120 calen- yan. (DA Pam 5-20, Chapter 4)
dar days, and no later than 60 calendar days, before the solicitation |, The MEO describes the staffing and position structure required
release date. When a delay of 60 or more calendar days occurs ig, perform the work. The MEO is the basis for the in-house cost
the solicitation process, the contacting officer will request an up- agtimate. The technical performance plan reflects the MEO and
dated wage determination from Department of Labor. equates to an achievable level of performance that corresponds to
b. Davis-Bacon Act (40 USC 601 et seq). the quantity and quality of work described in the PWS. (DA Pam 5-
(1) Normally, construction projects are not included in CA stud- 20, para 4-1)
ies and will be competed separately. However, requirements in a ¢, Required approvals for acquisition of equipment and facilities
contract (subject to the SCA) calling for construction, alteration, must be obtained before approval of the management study. This
renovation, and painting performed in response to a service call orapplies unless such approval depends on the approval of the man-
work order in excess of $2,000 are subject to the DBA. agement study or the outcome of the cost comparison. Effort to
(2) Installation support services such as building maintenance,obtain conditional approval will be documented.
grounds maintenance, plant operations, custodial services and snow d. The management study will be completed and approved before
removal are subject to the SCA. When the service call or work the independent review (para 4-14). Commanders will ensure that

4-12. Requirements for Management Studies
a. A management study will be conducted for all Full Cost Com-
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the solicitation and the MEO are based on the most current work-independent reviewer at least 30 days before it is due to be submit-
load data. Changes that require revisions of the in-house cost estited to the contracting officer. If the estimate is for a multi-functional
mate after the independent review is complete also require anotheactivity, the estimate must be provided to independent reviewer at
review by the independent reviewer. In any event, changes to thdeast 60 days before it is due to be submitted to the contracting
MEO are prohibited after receipt of bids or initial offers, except if officer.
required following comparison of the in-house and selected contrac-
tor's technical performance plans. (DA Pam 5-20, para 6-22)  4-15. Cost Comparison Bid Opening (DA Pam 5-20,

e. If essential information in the management study is classified, Chapter 7)
the classified material will be included in a separate classifiede cost comparison bid opening is the actual comparison of the in-

appendix. house costs to those of the selected contractor bid or proposal. At
cost comparison bid opening, the in-house cost estimate is opened
4-13. Certification and Implementation of Most Efficient and the bid or proposal cost is entered on the cost comparison form.

Organization (MEO)
a. MEO Certification. The MEO is certified in Item 19 of the 4-16. Administrative Appeals Procedure (DA Pam 5-20,
cost comparison form. (DA Pam 5-20, para 5-6) The certifying para 7-6)
official may be any technically competent individual (1) organiza- a. Any interested party may appeal waivers (para 2-3), based on
tionally independent of the function under study or (2) at least two factual questions regarding justifications to waive a cost competition
levels above the most senior official included in the in-house coststudy, or direct conversion and cost competition studies, based on
estimate. The certifying official must also be able to commit to the noncompliance with requirements and procedures set forth in OMB
provision of necessary resources to perform the activity. Such certi-Circular A-76 or specific items entered on the cost comparison
fication is made before the review of bids or proposals. form. The appeals process is intended to protect the rights of all
b. MEO Implementation. interested parties. An Administrative Appeals Board (AAB) decision
(1) The MEO will begin to be implemented upon the command- iS not subject to negotiation, arbitration, or agreement. Interested
er's approval. This precludes continued expenditure of resources aparties include employees of the activity under study, unions and
levels higher than necessary and allows the MEO and methodsdther employee organizations representing affected federal employ-
improvements to be tested. ees, and bidders or offerors responding to the solicitation. Appeals
(a) If the management study team discovers unauthorized workmust as a minimum (1) identify specific instances of denial of
being performed, that work will be discontinued when that study information not otherwise protected by law or regulation, or (2)

finding is verified by the functional manager. demonstrate that the items appealed, individually or in aggregate,
(b) More cost effective methods will be implemented as they are Would reverse the _|n|t|al deClSlOﬂ.. )
identified. b. Appeals of waivers are submitted directly to the ASA(IL&E).

(c) Where practical, attrition and management-initiated reassign- Cost competition study and direct conversion appeals are submitted
ments of employees from excess positions will be used to imple-to the contracting officer. In either case, the appeal must be submit-
ment the MEO. There is no policy in this regulation that further ted in writing and received within 20 calendar days after the date
restricts the commander’s authority to locally determine whether to that all supporting documents are made public. The MACOM may
use reduction-in-force procedures to reorganize into the MEO prior €xtend the appeal period up to 30 calendar days if the cost competi-
to cost comparison bid opening. tion study is particularly complex. _ _

(2) Once a decision is reached to retain a CA as an in-house C. Cost competition study and direct conversion appeals will be
operation, commanders and managers at all levels will ensure that forwarded to the MACOM within five calendar days. The MACOM

(a) The in-house work force complies with the managemeM\ti“ assign an official or officials to serve as Administrati_ve App_e_als
study, including the MEO. Board (AAB) for that appeal. The AAB must render its decision
(b) The work and mission requirements performed by the in- Within 30 calendar days of receipt of the appeal by the MACOM.
house work force are in accordance with the PWS. )
(c) The function is performed within the cost levels established in S€ction V
the in-house cost estimate. Final Decisions
(d) The in-house Wor_k force imple_ments levels of perform_ance_4_17 Final Decision Approval
and QA measures required of potential contractors and described “}\fter the AAB has issued decisions on all appeals, and after all

;Z%ri}{v%ﬁzr;g.the resulting solicitation upon which commercial firms protests have been resolved, the DA Form 7379-R wil! _be forwarded

through the MACOM to HQDA for congressional notification and
clearance to end the study (para 4-5). (DA Pam 5-20, para 7-8 for a
full cost competition, paragraph 7-15 for a streamlined cost compe-
tition, or para 7-16 for a direct conversion).

Section IV
Independent Review, Cost Comparison, and
Administrative Appeals

4-18. Economic Effects Analysis
If the decision in a cost competition study is to convert to contract
gnd more than 75 civilian employees are directly affected, an eco-

of performing the work in the PWS with the proposed in-house nomic effects analysis must be included with the final decision
organization (MEO). The in-house cost estimate also establishes th&&POrt: (DA Pam 5-20, App G)
costs to be added to the contract price to arrive at the full cost of
contract performance. The completed estimate, supporting docu-
ments, the PWS, and the management study will be provided to the
independent reviewer. USAAA will review in-house cost estimates
for functions with over 65 civilian FTEs. For functions with 65 or
fewer civilian FTEs, the installation may use their Internal Review
Office, the MACOM, or other government or commercial sources
approved by the MACOM.
b. The independent reviewer will be notified when work begins
and may begin review before the estimate is completed. The com-
pleted estimate for a single-function activity will be provided to the

4-14. Independent Review of the In-house Cost Estimate
(DA Pam 5-20, para 5-36)
a. The in-house cost estimate shows the cost to the governmen
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Appendix A
References

Section |
Required Publications

OMB Circular A-76
Revised Supplemental Handbook (Performance of Commercial
Activities), March 1996 (Cited in para 1-1.)

DA PAM 5-20
Commercial Activities Study Guide (Cited throughout.)

Section |l

Related Publications

A related publication is merely a source of additional information.
The user does not have to read it to understand this regulation.

AR 1-35

Basic Policies and Principles for Interservice Support Agreements

AR 25-55
Freedom of Information Act

AR 5-14
Managing Analytical Support Services

AR 570-4
Manpower Management

DFARS
Defense Federal Acquisition Regulation Supplement

FAR
Federal Acquisition Regulation

DODI 4100.15
Commercial Activities Program Procedures

DOD 4100.33
Operation of Commercial and Industrial-Type Activities

DODD 5400-7-R
Defense Freedom of Information Act

10 USC 2461
Commercial or industrial type functions: required studies and
reports before conversion to contractor performance

10 USC 2462

10 USC 4532
Factories and arsenals: manufacture at; abolition: of Section 8015 of
the FY 97 DOD Appropriations Act

Section Il
Prescribed Forms

DA Form 5473-R
Performance Requirements Summary (See para 3-10, DA Pam 5-
20.)

DA Form 5475-R
Surveillance Activity Checklist (See para 8-7, DA Pam 5-20.)

DA Form 5476-R
Surveillance Activity Checklist (See paras 8-7 and 8-9, DA Pam.)

DA Form 5477-R
Customer Complaint Record (See paras 8-3 and 8-9, DA Pam 5-20.)

DA Form 5478-R
Decision Table (See paras 8-7 and 8-9, DA Pam 5-20.)

DA Form 5479-R
Contract Discrepancy Report (See paras 8-7 and 8-9, DA Pam 5-
20.)

DA Form 5481-R
Tally Checklist (See paras 8-7 and 8-9, DA Pam 5-20.)

DA Form 7196-R
Analysis of Most Efficient Organization Tasks and Staffing (See
para 4-17f, DA Pam 5-20.)

DA Form 7197-R
Analysis of Governmental-in-Nature Tasks and Staffing (See para 4-
17h, DA Pam 5-20.)

DA Form 7375-R
Commercial Activities Proposed Action Summary (CPAS) (See para
2-5, DA Pam 2-3.)

DA Form 7376-R
Generic A-76 Cost Comparison Form (CCF) (See paras 4-17 and 5-
2, DA Pam 5-20.)

DA Form 7377-R
Streamlined A-76 Cost Comparison Form (SCCF) (See paras 5-22
and 7-9, DA Pam 5-20.)

Contracting for certain supplies and services required when cost is

lower

10 USC 2464
Core logistics functions

10 USC 2465
Prohibition on contracts for performance of firefighting or security-
guard functions

10 USC 2466
Limitations on the performance of depot-level maintenance of
materiel

10 USC 2467

DA Form 7378-R
Pre-audit Cost Study Checklist (See para 5-37, DA Pam 5-20.)

DA Form 7379-R
Commercial Activities Final Decision Report (See para 4-5, DA
Pam 5-20.)

DA Form 7384-R
Aircraft and Aviation Cost Comparison (See Appendix C, DA Pam
5-20.)

DA Form 7385-R
A-76/MV Cost Comparison For Motor Vehicle Fleets (See
Appendix D.)

Cost comparisons: requirements with respect to retirement costs and

consultation with employees

10 USC 2468
Contracts to perform workloads previously performed by depot-level
activities of the DOD: requirement of competition
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Referenced Forms

DA Form 3820
Procedure Chart



DA Form 3953
Purchase Request and Commitment

DD Form 1423
Contract Data Requirements

DD Form 1664
Data Item Description

DD Form 1723
Flow Process Chart

DD Form 1724
Work Distribution Chart

DD Form 2030
Activity and Task List

DD Form 2033
Operations Chart

DD Form 3825
Layout Chart

OF 612
Optional Application for Federal Employment

SF 98
Request for Wage Determination
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Glossary COE

Chief of Engineers
Section |
Abbreviations CONUS

Continental United States
ACAMIS

Army Commercial Activities Manageme@oR
Information System Contracting Officer's Representative

ACSIM CPA
Assistant Chief of Staff for Installatio&hief of Public Affairs
Management

CPAC

DRM
Directorate of Resource Management or Di-
rector of Resource Management

FAR
Federal Acquisition Regulation

FLSA
Fair Labor Standards Act

FOA
Field Operating Agency

AFARS ivili | Advi c FOIA .
Army Federal Acquisition Regulatio%'vI lan Personnel Advisory Center Freedom of Information Act
Supplement CPAS Fse

AMC Commercial Activities Proposed Actiofederal Supply Code
Army Materiel Command Summary -

AMEC CPOC Full-time Equivalent

Army Management Engineering Co||ege Civilian Personnel Operations Center
AMEDD DA
Army Medical Department Department of the Army

ALP DBA
Acceptable Level of Performance Davis-Bacon Act

AR _ DCSINT
Army Regulation Deputy Chief of Staff for Intelligence

ASA(FM&C) DCSLOG
Assistant Secretary of the Army (FinanciaIDeputy Chief of Staff for Logistics
Management & Comptroller)

DCSOPS

ASA(ILEE) I%?puw Chief of Staff for Operations

Assistant Secretary of the Army (Instal

tions, Logistics & Environment) DCSPER

ASA(M&RA) Deputy Chief of Staff for Personnel

Assistan retary of the Army (Man r
ssistant Secretary of the y (Ma poweDPW

G&A
General and Administrative

GAO
General Accounting Office

GFE
Government Furnished Equipment

GFP
Government Furnished Property

GIN
Governmental-in-Nature

GOCO
Government-owned, Contractor-operated

GOGO
Government-owned, Government-operated

and Reserve Affairs . . .
) Directorate of Public Works or Director ofgS | Schedule (Civil |
ASARD&A) Public Works eneral Schedule (Civilian Personnel)
Assistant Secretary of the Army (Research, GSA
Development & Acquisition) DFARS o .General Services Administration
Defense Federal Acquisition Regulation
BRAC Supplement HQDA
Base Realignment and Closure DISCA Headquarters, Department of the Army
CA Director of Information Systems for Com-|FB
Commercial Activity(ies) mand, Control, Communications &vitation for Bid
Computers
CAS IG
Commercial Activities System DOC Inspector General
Directorate of Contracting or Director of
CBD IGE

. . Contracting
Commerce Business Daily

CCF DOD
Cost Comparison Form Department of Defense
DOL
CG Di ¢ Logisti Di
Commanding General irectorate of Logistics or Director 0
Logistics
CLL
DPCA

Chief Legislative Liaison

Independent Government Estimate

IGS
Intragovernmental Support

G
udge Advocate General

KO
Contracting Officer

Coco
Contractor-owned, Contractor-operated

Directorate of Personnel and Community Ac-
tivities or Director of Personnel and CommuMACOM
nity Activities Major Army Command
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by narrative description before the Govern-
ment will reject the specific service.

ACQUISITION PLAN (AP)

The AP addresses the technical, business,
management, and other significant considera-
tions that will control acquisition. The Con-
tracting Office representative on the CA
study team will prepare and maintain the AP.

Space Imbalanced Military OccupationdCTIVITY ANALYSIS

Activity analysis states what starts a job,
what takes place when doing the job, and the
outcome of the job.

ACQUISITION PLANNING
The process by which the efforts of all per-

Source Selection Authority Staff Suppsannel responsible for an acquisition are co-

ordinated and integrated for a comprehensive
plan for fulfilling the agency need in a timely
manner and at a reasonable cost.

ADMINISTRATIVE APPEAL BOARD

(AAB)

The independent forum or body of individu-
als designated by the appropriate MACOM to
review cases submitted on appeal to ensure
that all costs are properly accounted for in
accordance with the principles and proce-
dures of AR 5-20 and DA Pam 5-20. The
AAB shall also ensure that all participants
have full and equal access to the decision
process.

ADVANCED ACQUISITION PLANNING
(AAP) SYSTEM

Dollar thresholds for acquisition strategy de-
velopment are lower than those for acquisi-
tion plans. Some acquisitions over MACOM
established dollar thresholds but under the
AP dollar threshold require preparation of an
AAP system. Although less formal than an
AP, the principles of AP should still be
incorporated.

ASSET ACQUISITION COST

Sum of the purchase price and of the costs
(for transportation; packing, crating, han-
dling; installation, etc.) incurred to place an
asset in use.

ASSET USEFUL LIFE
Estimated period of economic usefulness of
an asset in a particular operation.

AUGMENTATION CONTRACT

Means of performing recurring projects or
continuing services portions of a CA work-
load without using MEO personnel. Augmen-
tation contracts may be awarded without cost
competition, IAW the direct conversion, new
requirement, and expansion criteria in this
regulation.

BASE PAY
Civilian wages (including shift/hazardous
duty differentials) that earn fringe benefits.

MTF SCA
Medical Treatment Facility Service Contract Act
MEDDAC SCCF
Medical Department Activity Streamlined Cost Comparison Form
MEO SOP
Most Efficient Organization Standard Operating Procedure
MOS SIMOS
Military Occupational Specialty
Specialty
MS
Management Study SJA
Staff Judge Advocate
MTOE
Modification Table of Organization andSA
Equipment
Agency
NAF
Non-appropriated Fund SSAC
Source Selection Advisory Council
NAFI
Non-appropriated Fund Instrumentality SSEB
Source Selection Evaluation Board
NISH
National Industries for the SevereBSP
Handicapped Source Selection Plan
OCONUS TE o
Out of the Continental United States Technical Exhibit(s)
OMB TPP
Office of Management and Budget Technical Performance Plan
PoP TJAG
Period of Performance The Judge Advocate General (at HQDA)
PR TDA
Purchase Request Table of Distributions and Allowances
PRS TIG
Performance Requirements Summary The Inspector General
PWS TOE
Performance Work Statement Table of Organization and Equipment
QA TSG
Quiality Assurance The Surgeon General
QAE USAAA
Quiality Assurance Evaluator U.S. Army Audit Agency
QASP U.S_.C.
Quality Assurance Surveillance Plan United States Code
RDT&E VE o
Research, Development, Test, and Evaluatiohalue Engineering
RFP WwbC
Request for Proposals Work Distribution Chart
RIF Section |l
Reduction-in-Force Terms
SADBU ACCEPTABLE LEVELS OF
Small and Disadvantaged BusineBERFORMANCE (ALP) _
Utilization The ALP is the maximum percent defective
or the maximum number of defects pPBENCH STOCK
SBA

Small Business Administration

12

hundred units considered satisfactory for puton-hand supplies appropriate for assignment
poses of a sampling inspection. It is the ako the individual worker in advance of need.
lowable variance from a standard expressed
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BIDDER proposed contract actions and contrachouse performance by Federal employees
A bidder is a prospective contractor who subawards. The CBD is published in five or sixto performance by a commercial source.
mits a one time offer, called a 'bid’, to thedaily editions weekly, as necessary.

government in response to the government’s CONVERSION FROM CONTRACT

Invitation for Bid (IFB). The IFB is the solic- COMMERCIAL ACTIVITY Conversion from contract to in-house per-
itation document used in sealed bid contracAn activity providing a product or service formance (sometimes referred to as 're-feder-
ing. Contract award will be made to thieat can be performed by a private Sourc@1_I|2_r;1_t|on’) means the change of a comm_erual
responsible bidder who was responsive to thgee definition for 'recurring commercial ac-activity frf)m performance by contract with a
requirements stated in the IFB and whose biities, which are the functions to which commercial source to performance by Federal

was the lowest price. this regulation applies.) employees with government resources. Un-
less the activity is performed by ten or fewer
BID OPENING COMMERCIAL SOURCE contract employees, a Transfer Cost Compe-

For a sealed bid procurement, bid opening i& commercial source is any business or othdition Study must be conducted before the
the date and time established to open, rea@ncern that is eligible for contract award irfonversion. 'Conversion from contract’ also

aloud, and display the bids received in rezccordance with Federal Acquisitio'HC'Udes the conversion of expansions and/or
sponse to an IFB. For negotiated procureme@@egulaﬂons. new requirements (work) from contract per-
action the term is solicitation closing date— formance to in-house performance.

the time set in the Request For Prop : ,

(RFP) and monitored by the contracting o?E?STSMtﬁ;/VV\XﬁiE n?c(aﬁ;erc? regardless of thé:ONVERS'o.N DIFFERENTIAL o

fice at which time all proposals must be re- utcome of the cost competition and he conversion differential is the minimum

ceived. For a sealed bid procurement, ’bi - - - M8vings to be gained from converting from
opening’ is the same as 'cost comparison bi erefore, not included in the cost comparisog,e method of operation to another. The dif-

opening’ because the contract bids 9. government f_urnished_ property, Sec“riFYerential reflects the unpredictable costs in-
opened at the same time as the in-house ¢ Iarance processing, quality assurance, Utikerent in changing the status quo. These
Pe . s, and other facilities support services. jnclude such costs as retained pay and the
estimate. For a negotiated procurement, only pay

i i i temporary loss of productivity associated

Ehe tprlce r&e%ﬁtlat_edhwnh the stelecf[ged forbONDlTlONAL AWARD withpa co)r/wersion. Tk?e conversi)c/)n differen-
Jsgn(;:j aart] ’coste C'Qr}]poalﬂisseoncgisd gse'rﬁ?fge' grgor‘”act award made upon the initial decitig| is the lesser of ten percent of personnel

" sion in a cost competition involving a negoti-.osts or $10 million over the performance
CAPITAL ASSETS (TANGIBLE) ated acquisition. Contractor performance iﬁeriod.
Structures, |maChin~er-y- and eq”‘p’f“e;‘; 33;‘” Ondrlrglc())sr,]tegdsgnigge;egﬁgr%rf’fsérpmposal bemgCORE CAPABILITY
an original acquisition cost o , ' S . o
greater? d A core capability is a commercial activity

CONTRACT ADMINISTRATION operated by a cadre of highly skilled employ-

CA STUDY GUIDE Contract administration includes those @es, in a specialized technical or scientific

DA Pam 5-20, Commercial Activities Studyherently governmental activities performeevelopment area, to ensure that a minimum
Guide provides the mechanics of the &% warranted contracting officers, contraapability is maintained. The core capability

process. administrators, the contracting officer’'s rep-does not include the skills, functions or FTE
resentative, and related payment evaluatiothat may be retained in-house for reasons of
CAPITAL IMPROVEMENT COSTS staff. Contract administration is not to National Defense, including military mobili-

Costs of major overhauls and modificationgonfused with contract quality control, per-zation, security or rotational necessity, or to
that add to the value or prolong the life oformance evaluation, or inspection which aréhe patient care or research and development

capital assets. defined as commercial activities by AR 5-20activities as provided in AR 5-20.
CASUALTY AND LIABILITY CONTRACT DISCREPANCY REPORT COST COMPARISON BID OPENING
INSURANCE COSTS A report, used by QAE, to document unsatis]he process of formally comparing the esti-
Costs of government self-insurance again?f&ctory performance by the contractor. mated cost of in-house performance with the
casualty losses and liability claims. cost of commercial or IGS sources. Cost
CONTRACTING OFFICER (KO) comparison bid opening results in the initial

pdecision. (See definitions for 'bid opening’

CASUALTY LOSSES A Contracting Officer is the only person wit N e
gnd initial decision.’)

COStS. of rep!acmg equipment, fac'“t'eiﬁe authority to create, modify or terminate
materials/supplies, and minor items destroyegl

by fire/flood, and so forth. ontract. The Contracting Officer is the onlyCOST COMPETITION

official who can obligate the governmeyqyq process of conducting a study that leads

COLLECTIVE BARGAINING through a contract. to a cost comparison bid opening between

AGREEMENT , potential in-house, IGS and/or contract pro-

The negotiation of employment matters beCONTRACTING OFFICER'S viders of a commercial activity. A cost com-
EPRESENTATIVE (COR) o - 4

tween employers and employees through R petition that is not conducted 1AW

use of a bargaining agent designated by al'® COR is the individual appointed in writ-gyreamlined Cost Comparison Study proce-
uncoerced majority of the employees withil"d Py the contracting officer and delegatedyres s referred to as a Full Cost Compari-
the bargaining unit. Under the Federal LabofP€cific authority to monitor contract@pn Study. A direct conversion study is

Relations Act contractor employees have Rerformance. generally not considered a cost competition

statutory right to organize, join unions, and study.

bargain collectively. The fact that these emCONTRACTOR-OWNED

ployees are working on government facilitieCONTRACTOR-OPERATED (COCO) COST-PLUS-AWARD-FEE CONTRACT

under a government contract does not deprive facility owned and operated by A cost-plus-award-fee contract is a cost-reim-

them of their statutory rights. contractor. bursement contract that provides for a fee
consisting of a base fee amount (which may

COMMERCE BUSINESS DAILY (CBD) CONVERSION TO CONTRACT be zero) fixed at inception of the contract,

CBD is the public notification media b conversion to contract is the change oAnd an award amount, based upon a
which U.S. Government agencies identfgrformance of a commercial activity fromjudgmental evaluation by the government,
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sufficie to provice motivatim for excel- firefighting and security guard functions) orunder study and exclusive of the first super-

lence in contract performance. administrative requirements. visoly leve abowe the organizatio under
study. This includes such functions as civil-

COST-REIMBURSEMENT CONTRACT EXEMPTION ian personneL resource management, |ega|’

Cost reimbursement contracts are suitable fé&ee ’waiver.’ procurement, and so forth.

use only when uncertainties involved with

contract performance do not permit costs t§XPANSION GENERAL AND ADMINISTRATIVE

be estimated with sufficient accuracy (FARAN expansion is the modernization, replace(GgA) OVERHEAD COSTS
16.301). The contractor would then be reimMent, upgrading or the enlargement of an ina|| support costs, other than operations over-
bursed for allowable expenses within a predouse commercial activity or capability. Ifhead costs, incurred for the function under

established ceiling. the expansion involves a 30-percent increasgyqy.
in the operating cost of the activity, a 30-
CROSSWALK percent increase in the total capital investSOVERNMENTAL-IN-NATURE (GIN)/
The comparison between manpower, budgéent to perform the activity or an increase OfNHERENTLY GOVERNMENTAL
and functional requirements. 65 FTE or more, a cost competition study ig|N functions are government functions that
required prior to authorizing in-house pergre so intimately related to the public interest
CURRENT OPERATIONS formance. A consolidation of two or moreas to mandate performance by Government

This describes the organization as it exists &Xisting commercial activities is not an ex-employees or military personnel. These func-
the outset of the study, including staffingansion, unless the total operating cost is 3¢hns include those activities that require ei-
organizatio facilities equipmentard any Ppercent greater than the total of the individuagher the exercise of discretion in applying
problems that affect efficient operation. ~ components or it requires an increase of 68overnment authority or the making of value

FTE or more. judgments in making decisions for the Gov-

DECISION TABLE ernment Governmentafunctiors normally
The decisio tabk identifis the possible FIRM-FIXED-PRICE CONTRACT fall into two categories: (1) the act of govern-

causes of the unsatisfactory performance arfti firm-fixed-prie contrat use the basic g "je "the discretionary exercise of Gov-
lists a number of questions which, when anProfit motive of business enterprise. It is used -, e quthority and (2) monetary
swered will probably pinpoint the source ofVhen the risk involved is minimal or can beyangactions and entitlements. All functions
the problem. predictd with an acceptatel degre of .0 aither GIN functions or commercial activ-
certainty. ities. See OFPP Policy Letter 92-1 at Appen-

DEPRECIATION dix B of DA Pam 5-20.

Method used to spread the total cost of LNA(;- DECISIOI;I fter th luti f

tangibé capita asset less residuh value, e| ec's'gn ’t“af e after de resolu '0”3 aR50OVERNMENT-FURNISHED

over an asset’'s useful life. [Annual depreciapea.‘s’ conduct of preaward Surveys, and resgp operTy (GFP)
lution of GAO protests (Se= “initial

tion cost is computed by dividing the depre- Governmen facilities and equipmen on

: : ceit . decision.”) The installation implements the
ciabke bass (acquisitin cog plus capital inal decision after the installation Submitshamd, programmed for use by the MEO, and

improvements less residual value) by the use:- : L offered to prospective bidders ’as is.’
ful life of the asset] he Final Decision Report and the HQDA

Office of the Chid Legislatie Liaison oyERNMENT-OWNED

DIRECT CONVERSION (OCLL) makes the Final Decision Notifica- coNTRACTOR-OPERATED
Conversion to contract without a formal cosfion t© Congress. A facility owned by the government and op-
competition study. FRINGE BENEFITS erated by a contractor.

DIRECT STAFFING Retirement (e.9., CSRS, FERS), health insufy,5 e\ENTATION DATE

Personnel directly involved in producing thea”mcel'o"ﬁeﬂsﬂgﬁcghs‘ﬁ%ﬁ'"tg’o'rr]‘j;‘ég”%ew;”'The date the contract becomes effective and
outputs of the function under study whosé& MPIOY P ’ ’

df?ie contractor begins operation or the date
efforts can be directly traced to a unit O]and MEDICARE.

the installation fully implements the MEO.
output. FULL COST COMPETITION STUDY

DISPOSAL VALUE (SAME AS A process that develops the PWS and ME

. ; - ESTIMATE (IGE)
solicits bids or offers, and compares the in: . , .
RESIDUAL VALUE) Eouse cost with the cost of the bidder O;J'he IGE is the government’s estimate of the

Value at disposition (less costs of disposa fferor to determine whether to continue of°StS the private sector would charge to do
transfer) estimated at the time of an assetcshange the method of performance. (Also se;ge work. Not to be con_fused with the in-
acquisition. “cost_competition.”) ouse cost estlma_lte_(whlch may not be re-
vealed to any official involved with the selec-
DISPLACED EMPLOYEE FULL TIME EQUIVALENT tion of the contractor to compete against the
Any DA employee, including a temporary o position that involves the planned use oft-house cost estimate), the IGE is used by
employee, adversely affected by a conversiop g7 straight time paid hours in a fiscal yeathe Contracting Officer during negotiations
to contract. Adverse actions include job elimq include authorized leave and paid time offvith contractors for comparing the cost of
ination, grade reduction, and reassignment @y raining): for example, two part-time em-doing business. It is used to ensure the con-
anothe position Displacd employeg in-  ployees eah working a totd of 2,087 tractors cos estimate are not buy-irs or
clude those in the function converted to congraight time paid hours in a FY equals onéheir costs elevated. Therefore, the IGE docu-

NDEPENDENT GOVERNMENT

tract and those outside the function who argTg ments cost estimates for all of the elements
affected adversely by reassignment or the ex- that contribute to the contract price.
ercise of bumping or retreat rights related t&#UNCTIONAL ACTIVITIES
a RIF resulting from the conversion. Those installation-level activities responsibldNDEPENDENT REVIEW

for producing a product or service. The independent review is completed by an
EXCLUSION activiy outsi@ the activiy doirg the CA
Activities outside the scope of the CA Pro-GENERAL AND ADMINISTRATIVE study. The independent reviewer will sub-
gram because of legislative (e.g. RDT&E acOVERHEAD stantiag the currency reasonablenesac-

tivities depd levd maintenanceand Identifies personnel outside the organizatiosuracy, and completeness of costs that can be
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determined before cost comparison. This inas work orders; therefore, the number of ouUOVERHEAD

cludes assuring the in-house cost estimate fwits in a lot is the lot size. Overhead is included in the in-house estimate
based on the same PWS contained in the and is defined as those costs that are not
solicitation. MANAGEMENT STUDY directly attributable to the activity under
The management study is the document thatudy. Overhead is calculated by multiplying
INDEPENDENT REVIEWER outlines the changes that will result in theLine 1 (personnel) of the cost comparison

The official(s) who certifies prior to biovernment's MEO to perform the commerform by 12%. (This is a change in the March
opening that the government's performancéial activity in-house. It provides the staffing1996 OMB Circular A-76 Revised Supple-
and cost comparison estimates have been pRatterns and operating procedures that serweental Handbook.)

pared in accordance with AR 5-20. as a baseline for in-house cost estimates.
(This document is referred to as the 'ManPERFORMANCE INDICATOR/
INDIRECT STAFFING agement Plan’ in the OMB Circular A-76 MEASURE
Personnel involved in support of producingﬁevised Supplemental Handbook.) The performance indicator is the tool used to

whose efforts cannot be traced directly to NOR ITEMS standard. The performance indicator deter-
unit of output on-depreciable durable items whose curremhines if the work performed was below, met
' replacement cost is less than $5,000. or exceeded the standard.

the outputs of the functions under stu%* measure actual occurrence to the performance

#'\:l-g'?rliﬁgu;::)?:zsltzsezaﬂrﬁ;i is the goveMc-)ST EFFICIENT ORGANIZATION PERFORMANCE MEASURI_ES _ )
L. - 2 l\ﬂEO) Performance measures provide a series of in-
ment's bid. It is _based on the MEO, which i he MEO refers to the Government’s streamdicators, expressed in qualitative, quantitative
developed during the Management Stugly, i, by se organization to compete witlor other tangible terms, that indicate whether
The _§taff_|ng reqwrec_i to do t_he workl_o% ntractors to perform a commercial activitycurrent performance is reasonable and cost
specified in the PWS is the basis for the iny may include a mix of Federal employeesffective. Performance measures can include
house cost proposal (estimate). and contract support. It is the basis for all inworkload and output-to-cost ratios, transac-
house costs entered on the Cost Comparistion ratios, error rates, consumption rates, in-
IN-HOUSE PERFORMANCE Form. The MEO is the product of the RAan-ventory fill rates, timeliness measures,
The performance of work by Army employ-5gement Study and is based upon the Pweompletion and back order rates, etc. Quality

ees, including military, civilian, and non-ap- service measures may include responsiveness
propriated fund employees. MULTI-FUNCTION STUDY rates, user satisfaction rates, etc.

A study that includes more than one CA
INITIAL DECISION Function Code identified in DA Pam 5-20,PERFORMANCE REQUIREMENTS
Initial decision is the decision made at thezppendix E. SUMMARY (PRS)
time of cost comparison bid opening to retain The PRS lists those tasks that are key per-
a CA as is or convert a CA to contract, inNEW REQUIREMENT formance indicators of the function. The re-
house, or IGS performance. The initial deciA newly established need for a commerciasult is a list of key required services,
sion may differ from the final decision be-service. standards of performance, associated ALPs,
cause of actions such as public review of the the identification of the services to be coun-
competition, determinations of contractor reNET BOOK VALUE ted, and the determination of appropriateness

sponsibility, administrative appeal boaPgpreciable basis less accumulated anwmfizhe performance standards for evaluation.
(AAB) decisions, and contractor protests tdlepreciation costs (see 'depreciation’).

the General Accounting Office (GAO). ('Ini- PERFORMANCE STANDARD o
tial decision’ as used in this regulation iSOFFEROR A performance standard reflects the mini-

synonymous with 'tentative decision’ as used\n offeror is a prospective contractor mum, sector-specific, Federal requirement for
in the OMB Circular A-76 Revised Supp|e_service provider who submits an offer to thehe performance of a commercial activity It

mental Handbook.) government in response to the governmentisicorporates both quality measures and cost
RFP. The RFP is the solicitation documenieasures. Cost measures reflect the cost

INTRAGOVERNMENTAL SUPPORT used in the negotiation. The RFP has theomparability procedures of AR 5-20.

(IGS) same purpose as the IFB: to communicate

on.government requirements to prospective corPERFORMANCE WORK STATEMENT
tractors and to solicit offers from them. The(PWS)
RFP usually calls for separate technidaperformance work statement is a statement
INVENTORY (how) and cost (how much) proposals fron®f the te(_:hnical, functional and performance
The CA Inventory is a listing of all in-housethe offeror. characteristics of the work to be performed,

and contracted commercial activities gover: identifies essential functions to be performed,
ned by AR 5-20, including the workyears o QPERATIONS OVERHEAD COSTS determines performance factors, including the

FTE ded h CA durina th Those costs incurred by the first supervisoriocation of the work, the units of work, the
cedir?ge)f(izggl f/eac;n eac uring the Preyork center one element above and in sumpuantity of work units, and the quality and

Support provided by a DoD activity to a n
DOD Federal activity and vice versa.

port of the function under study. timeliness of the work units. It serves as the
scope of work and is the basis for all cost
INVITATION FOR BID (IFB) ORGANIZATIONAL ANALYSIS entered in the Cost Comparison Form.

A document that communicates governmenhis process is used to determine the accu-
requirements to prospective contractors and jgte and complete mission statement of theERSONAL SERVICES CONTRACT

used in the sealed bid process. function. It provides a framework for deter-A personal services contract, by its expressed
mining what services (outputs) are providederms or how it's administered, makes con-
LIABILITY CLAIMS by the function under study. tractor personnel appear to be government
Claims against the government for damage/y employees. This happens when it appears that
injury caused/sustained by its employees. OUTSOURCING contractor personnel are subject to relatively
The transfer of a function previously perclose and continuous government
LOT SIZE formed in-house to an outside provider. supervision.

The lot is the group of service output, such
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POST-MEO PERFORMANCE REVIEW gets the work done that is required by thREQUEST FOR PROPOSALS (RFP)

When services are performed in-house, as RWS. The solicitation document used in the negoti-
result of a cost competition, including those ation method is the RFP. The RFP usually
involving an IGS agreement, a formal reviewQUALITY ASSURANCE EVALUATOR calls for separate technical (how to perform
and inspection of the MEO should be con{QAE) PWS requirements) and cost (how much)

ducted. Typically, this review should be conQAEs are personnel technically qualifiptbposals from the offeror.
ducted following the end of the first full yearwith work experience in the type functions
of performance. Post-MEO Performance Rethey will inspect. They also should be skiledREQUIRED SOURCE OF SUPPLIES

views: confirm that the MEO has been implein preparing reports. AND SERVICES

mented in accordance with the Transition As used in paragraph 4-2d of AR 5-20, these
Plan; establish the MEQ'’s ability to performQUALITY ASSURANCE sources are those specified in FAR Part 8. As
the services of the PWS; and confirm thaBURVEILLANCE PLAN (QASP) of the date of publication of this Appendix,

actual costs are within the estimates cdhe QASP is a formal document prepared bthese sources included (1) Federal Prison In-
tained in the in-house cost estimate. Adjusthe Army to ensure a systematic inspection afustries and (2) the workshops administered
ments may be made for formal mission othe required services. The QASP is not patly the Committee for the Purchase from the

scope of work changes. of the PWS, and should not be issued witBlind and Other Severely Handicapped under
the solicitation. Sometimes referred to ths Javits-Wagner-O’Day Act (41 USC 46-

PREFERENTIAL PROCUREMENT Quality Assurance Plan. 48c).

PROGRAM

See definition of 'required source of supplieQUALITY ASSURANCE SAMPLE

and services.’ SURVEILLANCE A sample consists of one or more service
Quality Assurance Surveillance is the methodutputs drawn from a lot, the outputs being

PRE-AWARD INQUIRIES by which Federal employees will monitor in-chosen at random. The number of outputs in

Written questions and comments about ow%use or contract performance to ensure thtite sample is the sample size.

specifications, terms, and conditions in thehe standards of the PWS are met within the
solicitation. costs agreed to. SAMPLING GUIDE

The sampling guide identifies the ALP asso-
PRE-BID OR PRE-PROPOSAL QUALITY CONTROL (QC) ciated with the requirement, the lot and sam-
CONFERENCE . . . Refers to actions taken by a contractor or thele size, how the output sampling and
A meeting held to provide a site visit, P'O"MEO to control the production of goods orinspection will be performed, and the number
v!de an opportunity fo_r bidders/offerors tOservices so that they will meet the requireef defects that will be allowed before the
view the publications library assembled fof,..io" ¢ the pws. performance is considered unsatisfactory.
their use in preparing a realistic bid or offer,
explain any revisions made to the PWS an@dprgr syppORT SEVERABLE EXPANSIONS

or solicitation requirements, and answer ang,gops support functions for an RDT&EA severable expansion is an expansion of
questions from bidders/offerors.

installation. currently contracted, in-house or IGS agree-
ment provided work that could be provided
PRIVATIZATION REAL PROPERTY using the current approach or could, without

A subset of 'outsourcing,’ privatization is the —, - - " L7 -
process of changing a federal government efuildings and grounds, utilities system, strucsevere additional administrative burden, be
: ; : _aglures, surfaced areas, and improvements ideprovided by another competitive offeror.
tity or enterprise to private or other non-fed-... ~7". . A -
: fified in the category codes of AR 415-28Economy of scale is not justification for dis-
eral control and ownership. It does : . S -2
Igpcludes equipment affixed and built into amissing new or expanded work as severable;

include determinations as to whether a su ilit int | h . :
port service should be obtained through pug@c!'ty as an integral part. ltoheetﬁﬁ/:Cgf?;mIeS will be tested through com-

lic or private resources, when t

Government retains full responsibility ap ASONABLE OR COMPETITIVE

: : ICES SINGLE-FUNCTION STUDY
control over the delivery of those services.p, expected range of prices resulting from study that includes one CA Function Code
PRODUCTIVE HOURS experience obtained through the competitivas identified in DA Pam 5-20, Appendix E.

The number of man-hours per year that aftee enterprise system for like or similar ac-
employee would have available to do his/helivities. Determinations are to be made by th&OLICITATION

primary duties—atfter subtracting time off forcontracting officer. The formal document containing the PWS,
holidays, leave (sick, annual, and administra- attachments to the PWS such as maps and
tive), training, and so forth—if the employeeRECURRING COMMERCIAL technical exhibits, and the conditions and
worked an 8-hour day all year. [For full-time/ACTIVITIES terms prospective bidders/offerors must meet

part-time employees 1,776 hours/year; for inf® '€CUTing commercial activity is one that isfor procuring services by contract. (See defi-
termittent employees = 2,007 hours/Year.] 'équired by the Government on a consistentitions for Invitation for Bid (IFB) and Re-
and long term basis. This definition does nofjuest for Proposal (RFP).)
PROPOSED ORGANIZATION imply an hourly, daily, monthly or annual
A detailed description of the MEO, includingrequirement, but must, in a general sense, IBOURCE SELECTION
staffing, organization chart, facilities, equip-repetitive in nature, wherein the expecfete process starting with acquisition and
ment, and operating procedures. This aMskload can be reasonably estimated.  continuing through receipt and evaluation of
gives the staffing and organization for the proposals.
GIN functions and discusses the relationshifEDUCTION-IN-FORCE
of the MEO to the GIN operation or of aRelease of civilian employees by separatioBSOURCE SELECTION ADVISORY
contractor and the GIN operation. demotion, or reassignment requiring displaceSOUNCIL (SSAC)
ment resulting from lack of work, reorganiza-Senior military and civilian officials who rep-
QUALITY ASSURANCE (QA) tion, or reclassification due to a change ofesent the various functional areas involved
This is a structured program used by theies. An involuntary reduction of civilian in the CA study, and who serve as advisors
Army to monitor the actions of either thepersonnel. to the SSEB during the selection process.
contractor or the MEO to ensure the Army
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SOURCE SELECTION AUTHORITY TRANSFER COST COMPETITION
(SSA) STUDY
A manager at a level in the installation hierSee definition for 'conversion from contract.’
archy above the CA Manager.

TRANSITION PERIOD
SOURCE SELECTION EVALUATION The period of time during which functional
BOARD (SSEB) operations transfer from the current organiza-
A group of government personnel represention or method of operation to a successor
ing the various functional and technical disciorganization or method of operation.
plines relevant to an acquisition that conduct

a comprehensive evaluation of each offeror§ALLY CHECKLIST .
proposal. The tally checklist is used to tally informa-

tion on inspection observations and defects.

SOURCE SELECTION PLAN (SSP)
The written guide for the source selectionl REE D'AGRAM )
process. It describes how proposals will bdre€ diagramming breaks work down into
solicited from industry and how they will bespecn‘lc sub-divisions of that_wo_rk. The tree
negotiated. It reflects who will evaluate pro-diagram resembles an organization chart, but
posals, composition of the SSEB, functionaih® break-out is functionally, not
areas required to be presented, determinati@figanizationally.
of security needs, and a timetable for contra
execution. %ANER . o

A waiver is a determination by the ASA
STREAMLINED COST COMPETITION  (IL&E), made in accordance with AR 5-20,
STUDY that specified commercial activities may be

A process that uses the current cost of i “onverted to or from in-house, contract or

house work force performance for compari-GS performance, without cost competition

son to not less than four existing comparablﬁtUdy' A waiver may be justified by reasons

service contracts or IGS offers in the cos?ther than cost.
comparison in order to determine whether t9VAGE DETERMINATION

change the method of performance. The wage determination sets the minimum

wages and fringe benefits that contractors
and/or their subcontractors must pay their

CHECKLIST . . . employees subject to the Davis Bacon or
Used for those required services which Calservice Contract Act. The wage determina-

not t?e surveilled using random sampllﬁgn becomes part of the solicitation
techniques. :

SURVEILLANCE ACTIVITY

Section Il
ecial Abbreviations and Terms
is section contains no entries.

SURVEILLANCE SCHEDULE

A schedule based on the QASP requiremen)lg_'f
which indicates when the various PWS re-
quirements will be monitored. The surveil-
lance must cover all hours of operation to
include nights, holidays, and week-ends.

TECHNICAL PERFORMANCE PLAN

(TPP)

The TPP provides a description of manage-
ment capabilities, personnel qualifications,
performance history, delivery schedule com-
pliance, and technical capability to perform
the workload specified in the PWS. If it is
required of prospective contractors by the so-
licitation (usually for negotiated procure-
ments), a TPP will also be developed by the
in-house activity. The installation’s TPP re-
flects the MEO and is sealed prior to the
consideration of any part of any contract
offer.

TENTATIVE DECISION

See “initial decision.” “Initial decision” as
used in this regulation is synonymous with
‘tentative decision’ as used in the OMB Cir-
cular A-76 Revised Supplemental Handbook.

TRANSFER

A change in the method of performance from
contract to in-house.
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